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COMMERCE, DEPARTMENT OF
Forms for the 1978 "Census of Agriculture" will be mailed out in late December, and the
Census Bureau has prepared an "Agriculture Census Guide" which should be useful in
completing the census forms. Since CPAs often assist their agricultural clientele,
this guide may be especially important to have. Free copies may be obtained by
writing to: Douglas Miller, Agriculture Division, Room 3133, FOB 4, Bureau of the
Census, Washington, D.C. 20233.
COMMODITY FUTURES TRADING COMMISSION
The conferees have completed action on the legislation extending the life of the CFTC
and included in that legislation is a requirement that the Commission issue regu
lations concerning the granting and offering of options on physical commodities
which would include as minimum requirements that the grantor of the option con
tinuously maintain a minimum net worth of $5 million, "certified annually by an in
dependent public accountant using generally accepted accounting principles;. . ."
The legislation is expected to be signed by the President in the very near future.
COST ACCOUNTING STANDARDS BOARD
Comments are requested by 11/30/78 on a CASB Staff Issues Paper presenting the major
conceptual issues on allocation of selling and marketing costs that the staff has
noted to date based on its preliminary research. Matters concerning direct identifi
cation of selling and marketing costs have been covered by the proposed CAS 417,
"Distinguishing Between Direct and Indirect Costs," and so are not within the scope
of this research project. Those situations where selling and marketing costs are al
located indirectly to final cost objectives are the area of primary research emphasis
under this project.
The staff’s preliminary research includes: review of authoritative literature;
analysis of Armed Services Board of Contract Appeals decisions; visits and dis
cussions with selected contractors and Government agencies; and analysis of con
tractor’s Disclosure Statements on file and Data Bank reports. For a copy of the
staff paper call Albert Fukuda (202) 275-5854 or Clark Adams (2021 275-5418.
ENERGY, DEPARTMENT OF
Ten minority accounting firms will participate in the Department's auditing program of
the major refiners. The ten firms have signed subcontracts with the prime contractor
Alexander Grant & Company, which total a maximum of $1.5 million and represent one of
the largest efforts by minority public accounting firms in a Federal project. The
contract audit services, including those provided by the minority firms, will support
the audit and enforcement efforts of the staff of the Office of Special Counsel in
order to complete the intensified audits within the designated time period.
Final regulations amending subpart K of the mandatory petroleum price regulations to
permit the pass-through of increased process and marketing costs in the price of
natural gas liquids and natural gas liquids products appear in the 9/21/78 Fed.
Reg, pp. 42984-43004. The amendments provide for categories of allowable pro
cessing and marketing costs which may be used in calculating increased cost and de
lete the prior $0.005 per gallon limit on nonproduct cost pass-throughs. The
amendments also provide for the allocation of increased processing costs among firms,
allow for the "banking" of all increased costs and “require corrections for over
recoveries of increased costs. For further information, call 202/254-5201.
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FEDERAL ELECTION COMMISSION
The Commission reports from its sampling of random audits the following types of errors.
Inadequate supporting documentation for expenditures (11 CFR 102.9 (c)).
Many committees audited had not obtained and/or kept receipted bills, stating the
particulars for expenditures in excess of $100 (or those which aggregated in excess
of $100 to the same payee) during the calendar year. 2. Failure to itemize con
tributions from and expenditures to the same person which exceeded $100 during the
calendar year. The lack of itemization generally occurred when several transactions
with the same person collectively exceeded the $100 threshold. 3. Failure to itemize
all transfers received or made (2 U.S.C. S434 (b) (4)). Committees did not always
itemize all transfers, despite instructions on the reporting forms and schedules.
Most of the undisclosed transfers were in amounts of $100 or less, suggesting that
the committees were unaware of the requirement of itemize or transfer, regardless of
amount. 4. Acceptance of prohibited contributions . A substantial number of com
mittees accepted contributions in excess of dollar limitations (2 U.S.C. S441a).
For more information call the toll free number 800/424/9530.
FEDERAL HOME LOAN BANK BOARD
The Federal Home Loan Bank Board has issued final regulations enabling for the first
time federally chartered savings and loan associations to participate in the Treasury
tax and loan program (TT&L). Under the Treasury program, participating Federal
savings and loan associations may accept tax payments from corporate taxpayers and
funnel the funds to the Treasury by way of the Federal Reserve Banks. The Bank
Board's new regulations (see 9/26/78 Fed. Reg, pp. 43446-48) are of a conforming
nature, permitting Federals to participate in the TT&L system in accordance with
Treasury requirements. The regulations will be effective 9/29/78.
FEDERAL RESERVE BOARD
Requests to change the effective date of the rule permits automatic transfer of funds
from savings to checking accounts have been denied and the rule is scheduled to take
effect 11/1/78. It was the Board's belief that the substantial public benefits
associated with the ATS outweigh the reasons for further delay in the introduction
of the service.
A uniform interagency system for rating the trust departments of the Nation's com
mercial banks has been adopted. The uniform system for rating has two main elements,
the first being an assessment of six critical areas of the trust department's admin
istration and operations. The areas are: supervision and organization of the trust
department; the department's operations, controls and audits; asset administration;
account administration; conflicts of interest; and earnings, volume trends and pros
pects. The second element involves a composite rating of the critical areas, and
the three regulatory agencies have agreed upon qualitative guidelines that examiners
will use in their examinations. A release dated 9/21/78 provides additional infor
mation on the rating system and may be obtained by calling 202/452-2717.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
The Advisory Council on Social Security has scheduled six days of hearings in the
corning months in five cities — Detroit (10/25), Los Angeles (11/14), New Orleans
(11/29), Miami (12/7), and Washington, D.C. (1/4&5) — to hear what people think
about the issues surrounding the social security system. Public officials, repre
sentatives of interested organizations and private citizens are invited to testify.
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Public views will help the Council decide What recommendations to send Congress
next year. The Council has been conducting a comprehensive review of the social
security program and is aware that many Americans are concerned about the program’s
cost, its solvency and its fairness. A list of the issues may be obtained by
calling 202/245-6874.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF

The third annual report of the Department's Community Development Block Grant
(CDBG) Program is now available. It provides a comprehensive compilation of data
pertaining to CDBG. It serves as a valuable source book of information useful both
to policy planners as well as persons and agencies concerned with housing and
urban development. Copies of this document may be purchased from the GPO,
(S/N 023-000-00454-2).
LABOR, DEPARTMENT OF

The Comprehensive Employment and Training Act (CETA) amendments bill (HR 12452)
was recently acted upon by the House, and an amendment was accepted to require ex
panded auditing of subgrantees and subcontractors of CETA prime sponsors. Funding
of the additional engagements will come from the federal funds alloted under the
program for administrative expenses. The Senate bill (S.2750) does not contain a com
parable provision, but the indications are that the amendment will be retained in
the compromise version to be worked out between the House and Senate conferees.
In connection with the CETA program, copies of the ’’CETA Financial Records System
Handbook" are now available. It’s designed specifically for sponsors/grantees
needing a basic recordkeeping system for CETA fiscal activities. Though not man
datory, it does offer guidance to State, City, Municipal, Indian tribal govern
ments and other organizations that are CETA sponsors/grantees.
A revision of Schedule B (actuarial information) to the annual report Form 5500,
requiring plan actuaries, in calculating the present value of accrued benefits,
to use a single method and to have the calculations reflect the conditions of the
plan as of the end of the plan year has been proposed, (9/26/78 Fed. Reg, pp.
43696-701). The schedule also would be revised to require the disclosure of act
uarial methods and assumptions on the schedule itself. For more information call
Ms. Lisle 202/523-9211.
OFFICE OF MANAGEMENT AND BUDGET
A revision to OMB Policy A-76 concerning "contracting out" appears in the 9/27/78
Fed. Reg, pp. 43970-44019. A revision to A-76 has been talked about for 4 years
and President Carter vowed to look into its meaning - that is, whether the Federal
government should rely more heavily on federal workers or should there be a policy
of primary reliance on the private sector to furnish goods and services to the
Federal Government. The proposal contains comprehensive guidelines for agencies
when they conduct comparative cost analysis to determine whether a product or
service could be provided more economically by the private sector or by use of
government employees. Comments on the proposal are welcomed. For further in
formation contact William Russell 202/395-3327.
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Regulatory Guide 9.4, "Suggested Format for Cash Flow Statements Submitted as
Guarantees of Payment of Retrospective Premiums/ " provides guidance to nuclear reactor licensees who choose to submit cash flow statements as guarantees for pay
ment of Price-Anderson retrospective premiums in accordance with applicable
regulations. The guide suggests a simplified format that should reduce the bur
den to licensees of preparing cash flow statements and to the NRC analyzing them.
Requests for single copies of issued guides (which may be reproduced) or for
placement on an automatic distribution list for single copies of future guides
in specific divisions should be made in writing to the U.S. Nuclear Regulatory
Commission, Washington, D.C. 20555, Attention: Director, Division of Technical
Information and Document Control. Telephone requests are not accomodated.

SECURITIES AND EXCHANGE COMMISSION
The Institute has responded to the Commission's request for comments on the proposed
rules concerning shareholder communication— shareholder participation in the
corporate electoral process and corporate governance generally (Rel. No. 3414970). The AICPA's letter dated 9/22/78 is restricted to proposed Item 6(d)
concerning disclosure relating to committees of the Board, insofar as that item
deals with audit committees, and to the use of the term "independent director."
While agreeing with the Commission's recognition that the concept of an audit
committee and its characteristics and functions are in a developmental stage, it is
the Institute's judgment that it is premature to identify certain functions as those
"customarily performed" by audit committees and, consequently it is inappropriate
to require disclosure of the failure to perform certain functions included in such
a list. Concerning the definition of the term "independent director", it was sug
gested that a potential misunderstanding of the term could be avoided by adopt
ing the term "unaffiliated non-management directors", as used in the Corporate
Directors Guidebook prepared by the American Bar Association.
Anyone wishing to receive one free copy of the Institute's submission
may obtain it by calling the Washington office 202/872-8190 ext. 47, prior
to 10/13/78 and requesting document 32-1.
TREASURY, DEPARTMENT OF
A one-level appeals procedure to resolve tax disputes, effective 10/2/78, has been
announced. Under it, a Regional Director of Appeals will be in charge of all ap
peals within each of the seven IRS regions. In addition to current regional ap
peals, this office will handle disputes now appealed to the Examination and Col
lection Divisions at district conference and to the regional Employee Plans/Exempt
Organizations Staff. The final rule appears in the 9/28/78 Fed. Reg, pp. 44484510.
Commissioner Kurtz elaborated on the new system during his remarks before the
annual tax section meeting of the Michigan State Bar Association on 9/20/78.
A limited number of copies of that address are available by calling 202/566-4054
and requesting IR-2035.
The Senate Finance Committee has passed the tax cut bill (HR 13511) with major changes
proposed to capital gains and the minimum tax, among other areas. The Committee
would exclude 70% of capital gains instead of the current 50% exclusion. An ex
clusion of up to $50,ooo of the gain on the sale of a residence would be structured
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like the present 65 and over exclusion, but would have no age limit and could be
used in several sales. The House-passed indexation of basis for computing
capital gains was rejected. The 70% capital gains exclusion would be a tax
preference item, and the minimum tax would apply if the tax on preferences minus
a $20,000 exemption exceeds the regular tax of the taxpayer. The first $20,000
of preferences over the exemption would be taxed at 10%, and the next $20,000
at 20%, and the remainder at 25%.
The bill goes to the Senate floor next week and from there to Conference
where the $23 billion tax cut passed by the Committee will undoubtedly be re
duced. The House-passed bill contained on a $16.3 billion cut, and the Admin
istration has termed the Senate version a "budget buster".
SPECIAL:

LEGISLATOR'S VIEW OF THE PRESENT STATE OF THE FINANCIAL INSTITUTIONS STRUCTURE

"Major issues affecting financial institutions are receiving prompt consideration by
the Congress, with further legislative deliberations certain in the future," stated
Senator Thomas J. McIntyre, Chairman of Subcommittee on Financial Institutions of
the Senate Banking Committee, during the AICPA National Conference on Savings and
Loan Associations. Expressing same of his own dissatisfaction with the slow pace
in reforming the nation's financial system, he noted that pressure is building
to provide more efficient and convenient banking services. "The climate is ripe
for continued innovation and change," he stated.
Other Speakers at last week's conference included Garth Marston, member of the
FHLBB; Stuart Davis, President of the U.S. League of Savings Associations, and
Lawrence Connell, Administrator of the National Credit Union Administration.

For additional information contact:
Steven Woolf or Susan Retter
202/872-8190
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